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Saudi Consumers
Fiscal position, Impact of COVID 19,
Additional VAT and Removal of COL

Fiscal Budget: We revisit our fiscal estimates post the recent reforms
announced by KSA, voluntary oil production cuts post the OPEC cut
agreement, and also oil prices. Our estimate for Oil revenue is at SAR324bn,
lower than our previous estimate of SAR342bn. Despite a 10% increase in VAT,
we factor only a SAR28bn increase in VAT revenue because of possible pre-
buying by consumers as VAT comes into effect from July 1. If VAT stays at 15%
for 2021, we expect additional revenue from this to be SAR88bn. In terms of
fiscal expenditure, the cost of living allowance amounts to SAR40bn as per our
estimates. Though the Gout. estimates no change in forecasted overall
expenditure for 2020, we estimate SAR60bn lower expenditure at SAR960bn
leading to a fiscal deficit of SAR333bn (which is around 11.5% of 2019 nominal
GDP)

KSA consumer spending: Saudi consumer spending is expected to take a
nosedive in 2020e mainly due to weaker demand due to shut down during
COVID 19, reduced purchasing power due to increase of VAT from 5% to 15%
effective from July 2020 and removal of cost of living allowance of
SAR1,000/month from June 2020. As per our analysis, the overall Saudi
consumer spending is expected to decline significantly in 2020e and
moderately in 2021e before gradually recovering 2022e onwards. Therefore,
for the Saudi consumer sector, we cut near-term revenue growth but in
medium to longer-term we expect large players to become larger due to
consolidation arising in the aftermath of COVID 19. We advise investors to
have a longer-term view on the KSA consumer sector and buy at troughs/dips
to position for a longer-term. Our top picks in the consumer space are Al
Othaim, Extra, and SADAFCO.

Figure 1 Expectation of budget for OPEC+ production cut deal

2020E
(SARbnN) .
2019 ARC estimate Budgeted

Rev. est. 917 627 833

Qil revs (est.) 597 324 487
Non-oil revs (est.) 320 304 346
Exp. est. 1,048 960 1,020
y-0-y -3% -8% -3%
Deficit est. (131) (333) (187)

Source: Company data, Al Rajhi Capital

a) Discretionary retailers to be impacted the most: We expect the
discretionary spending to go down in near term therefore companies
operating in discretionary sub-segment might face some challenges in
the near term.
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b) Implication for consumer companies: We expect the consumer sector to
continue to consolidate which is driving the growth for organized retailers. In our
view, COVID 19 will force the smaller players to exit or will have to scale down its
operations thus creating significant opportunities for larger players.

c) Saudi Consumer Sector: Saudi consumer sector is expected to shrink due to
reduced purchasing power of the people as a result of the increased VAT and
removal of COL allowance. COVID 19 has changed the industry dynamics as
retailers try to strengthen their online presence thereby, we might see more Capex
being allocated to IT development in the future. In terms of cost, we are expecting a
leaner cost structure for organized retailers in 2021e. In our view, the normalized
sales and sustainable margins would be generated towards H2 2021e once the
companies adapt to current reforms while in the near term the earnings are
expected to remain depressed. Overall we are “Neutral” on the overall sector.

Key takeaways for the consumer sector in near to medium term:

1) Market share gains will drive the revenue in intermediate to long
term after a one-time steep decline in 2020e.

e Since 2018 we saw a market share shift from unorganized to organized
players in the electronic segment which benefitted organized retailers such
as Extra and Jarir. They both delivered double-digit growth in 2019 when
the overall consumer electronics market sized down. This growth was due
to market share gains as Saudization requirements led to the closure of
small fragmented electronics stores.

e Though it might be argued that consolidation in consumer electronics is
over we still feel that there is further room for consolidation especially after
the adverse impact of COVID-19 on small players.

e Organized retailers have a strong supply chain management by having
direct tie-ups with the manufacturers, this, in turn, will help them in
negotiating rebates and passing it on to the consumers which will play a
major role in the near term when the consumer becomes more cost-
conscious.

e Our main bet is on grocery retailers as this segment didn’t consolidate like
other consumer sub-segments. Other sub-segments such as construction
material companies, gas, and fuel stations and car rentals might also see
significant consolidation. Therefore some companies (which are not
covered in this report) worth mentioning, which could benefit from
consolidation, are Saudi Ceramics , SASCO, Aldrees and Budget.

e From our list of coverage, we expect Extra, Jarir, Alothaim and Panda to
capture the market share from the unorganized sector and grow larger in
the long run.

Disclosures Please refer to the important disclosures at the back of this report. 2
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2) Change in strategy to expand through e-commerce and with a leaner
cost structure

e  We believe that this is a good time for consumer companies to revisit their
strategy as it might be the bottom of any further reforms to come with VAT
at 15%, expat levy ending in 2020 (as per the latest info available),
possibilities of rent renegotiation with landlords and restructuring of
administrative costs during COVID 19. The margins which we will observe
towards H2 2021 will be the longer-term sustainable margins after factoring
in the negative impact of reforms from 2018 to 2020e.

e During COIVD 19 we saw some retailers increasing their spending towards
developing their existing e-commerce to reduce latency due to huge online
traffic. We expect that online sales will contribute significantly to the top-
line in the near future. Therefore companies such as Extra (having a
partnership with Noon) and Jarir which have developed e-commerce
website will have a competitive advantage compared to smaller players

e We also expect an increase in expenditure towards warehouse and logistics
as the e-retailing penetrates in the kingdom. The reason being delivery time
is one of the important metrics checked by a customer before placing an
order, therefore with a wide network of warehouses and in house delivery
feet (partially or tie-up with courier companies) companies can deliver the
goods at short interval thereby winning customer loyalty. Extra recently
updated us that they have arranged for a process where customers can
apply for installment purchases online while the company’s representative
collects the documents from the customer’s house.

e Smaller organized players have to infuse cash in the business to keep rolling
and adapt to the new business environment. This is where the strong
balance sheet of Jarir and SADAFCO gives them leverage to quickly change
the strategy and capture market share from smaller players till they take
time to strategize again. Therefore fragmented players, as well as small
organized players, will undergo a tough time as cash generation will become
extremely difficult.

d) How should investors position?

Though there are significant headwinds in the near term we advise taking a longer-
term bet on the KSA consumer sector as we believe that with VAT being increased to
15% and removal of COL allowance most of the negatives are over. In-fact we are in
the middle of the industry consolidation which will eventually play out in the next
two years in our view.

1) In the near term, we expect the consumers to down-trade as was the case in 2018.
Therefore, we expect the promotions and discounts to play a key role to gain market
share and drive customers to the stores. This will lead to some margin erosion in the
near term and weigh on profitability.

2) Over the medium term i.e. from 2021 mid we expect the full benefits of industry
consolidation and leaner cost structure to accrue in terms of revenue growth and
margin expansion which will sustain over the long term as we don’t see any
headwinds from new reform.

Disclosures Please refer to the important disclosures at the back of this report. 3
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3) Large organized players with strong brand image, larger store network, SKU
range, multi-channel distribution capabilities and strong balance sheet strength will
be able to ride the current period of transformation with a better comfort compared
to the unorganized and smaller organized players.

4) Therefore, we recommend investors with longer-term horizons to buy at current
dips while a wait and watch approach for investors with short to medium term.

e) Understanding of how consolidation played a key role for organized
grocery retailers in the past

Market Share gains as in 2018 to continue in 2020 and beyond:
Companies operating in consumer sub-segments with a high share of unorganized
players such as grocery retailers (56% market share of unorganized retailers) and
electronics retailers with ~50% market share of unorganized retailers will witness a
shift in market share gains. For example, AlOthaim's market share increased from
5% in 2015 to ~9% in 2019 while the overall grocery market size had shrunk ~3%
during the same period. In-fact Alothaim has been expanding at neighborhood
areas in Riyadh aggressively which is helping it to capture the market share from
local convenience stores. AlOthaim’s revenue grew at a CAGR of 8% from 2015-18
as per our calculations mainly due to market share gains. On a similar note due to
reforms implemented in 2018 a lot of unorganized electronic retailers had to shut
down. This helped Extra and Jarir to deliver double-digit revenue growth in 2019 as
their market share increased significantly especially in consumer electronics and the
white goods segment. We believe that in 2020e the reasons for an industry getting
organized are stronger due to COVID 19 impact which should benefit the organized
players.

In fig 2 below we can see how AlOthaim’s and Savola’s top-line growth was superior
compared to fragmented players. This was a result of industry consolidation where
Othaim gained market share by opening new stores while Savola witnessed a
marginal increase in LFL growth in the lower selling space (as the company shut
down the stores)

Disclosures Please refer to the important disclosures at the back of this report. 4
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Figure 2 Revenue growth trend for AlOthaim, Savola and other fragmented players
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Figure 3 Revenue growth of Alothaim v/s the grocery market growth in 2017 and 2018
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f) Key calls in our coverage

»= AlOthaim (TP: SAR 116/Sh, CMP: SAR107/Sh, Upside:3%) is our top-pick
due to high revenue growth and earnings visibility. AlOthaim is gaining
market (as shown above in fig 3) share thus delivering consistent growth
mainly due to aggressive expansion plans. It targets low to mid-income
segment and its majority of the revenue comes from groceries and fresh
food segment. The company plans promotion by negotiating discounts from
its suppliers and passing it to customers. AlOthaim is almost debt-free and
is using its internally generated free cash flow to generate an ROE of ~25%
thereby maximizing shareholder’s wealth.

=  Welike Extra (TP: 51/Sh, CMP: 46/Sh, Upside:11%) in the consumer
discretionary sector mainly due to its leadership position in the market,

Disclosures Please refer to the important disclosures at the back of this report. 5
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strong tie-ups with suppliers which helps it to roll over annual promotions
strategically. The company has gained market share from smaller players
since 2018 and we expect this to continue which gives us revenue visibility
once things improve gradually in 2021e. Extra’s consumer finance business
will play a key role in the coming years as disposable income in the hands of
people reduce. A credit model will enable the company to attract traffic
compared to other players.

=  SADAFCO (TP:169/Sh, CMP:156, Upside-8%) is another player in the
consumer non-discretionary segment which we like over its peers.
SADAFCO’s recent expansion of the distribution network has improved its
penetration in the market. The company has in the past adopted very well
when consumer spending was impacted due to VAT by introducing smaller
packet items of its products which was the consumer buying behavior at
that time. We expect that the dairy and ice-cream segment will continue to
do well in the near term and a strong balance sheet gives room for future
expansion plans.

Figure 4 Summary of our coverage

Companies CMP M.Cap TP Upside Rating ROE (%) P/E (x) P/B (x) EV/E (x)
(SAR) (SARmn) (SAR) (%) 2019 2020E 2019 2020E 2019 2020E 2019 2020E
Jarir 134.0 16,080 110 -18% Underweight 60% 45% 16.3x 21.1x 9.8x 9.5x 13.6x 17.8x
Extra 46.1 2,305 51 11% Overweight 31% 20% 11.2x 16.2x 3.5x 3.2x 7.5x 8.3x
Al Othaim 111.0 9,990 116 4% Neutral 23% 25% 28.4x 25.0x 6.6x 6.2x 13.4x 11.8x
Fawaz Al Hokair* 16.8 3,528 13 -23% Underweight 6% 17% 24.4x 7.2x 1.5x 1.2x 8.2x 4.7x
Almarai 48.5 47,900 51 4% Neutral 12% 12% 26.4x 24.2x 3.1x 2.9x 14.4x 13.0x
Savola 39.5 21,092 41 3% Neutral 5% 14% 52.4x 16.8x 2.8X 2.4x 2.6x 2.3x
Herfy 41.2 2,665 39 -6% Neutral 20% 14% 13.6x 18.4x 2.7x 2.6x 9.2x 11.0x
Sadafco* 156.0 4,992 169 8% Neutral 18% 18% 18.8x 16.2x 3.4x 2.9x 11.6x 10.2x

Source: Company Data, Al Rajhi Capital; *Year ending 31 March; Note — Leejam Under Review

Figure 5 Jarir Figure 6 Extra Figure 7 AlOthaim
(SARmn) 2019 2020E 2021E (SARmn) 2019 2020E 2021E (SARmn) 2019 2020E 2021E
Revenue 8,425 7,264 7,430 Revenue 5206 4,972 5,220 Revenue 8,166 9,277 9,933
Revenue growth  14%  -14% 2% Revenue growth  18% -4% 5% Revenue growth 9% 14% 7%
Gross profit 1,273 969 1,011 Gross profit 901 862 922 Gross profit 1,689 1,883 2,016
Gross margin 15% 13% 14% Gross margin 17% 17% 18% Gross margin 21% 20% 20%
EBITDA 1,167 897 945 EBITDA 348 290 341 EBITDA 712 778 887
EBITDA margin  14% 12% 13% EBITDA margin 7% 6% % EBITDA margin 9% 8% 9%
Net profit 985 762 828 Net profit 206 142 184 Net profit 352 399 397
Net margin 12% 10% 11% Net margin 4% 3% 4% Net margin 4% 4% 4%
EPS 8.21 6.35 6.90 EPS 4.13 2.84 3.68 EPS 3.91 4.43 4.41
DPS 7.76 5.98 6.44 DPS 2.25 1.56 2.02 DPS 3.00 3.41 3.40
Payout ratio 95% 94% 93% Payout ratio 55% 55% 55% Payout ratio 77% 77% 77%
Source: Company data, Al Rajhi Capital Source: Company data, Al Rajhi Capital Source: Company data, Al Rajhi Capital
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Figure 8 AlHokair Figure 9 Almarai Figure 10 Savola
(SARmn) 2019 2020E 2021E (SARmn) 2019 2020E 2021E (SARmMn) 2019 2020E 2021E
Revenue 5426 5,012 4,295 Revenue 14,351 15,607 16,700 Revenue 22,243 23,146 23,766
Revenue growth -11% -8%  -14% Revenue growth 6% 9% 7% Revenue growth 2% 4% 3%
Gross profit 1,084 1,492 1,034 Gross profit 5367 5,775 6,012 Gross profit 4504 4566 4,694
Gross margin 20% 30% 24% Gross margin 37% 37% 36% Gross margin 20% 20% 20%
EBITDA 702 1,188 796 EBITDA 4181 4520 4,751 EBITDA 2510 2418 2513
EBITDA margin ~ 13% 24% 19% EBITDA margin  29% 29% 28% EBITDA margin  11% 10% 11%
Net profit 145 492 247 Net profit 1,802 1,967 1,942 Net profit 403 1,254 1,406
Net margin 3% 10% 6% Net margin 13% 13% 12% Net margin 2% 5% 6%
EPS 0.69 2.34 1.18 EPS 1.83 2.00 1.98 EPS 0.75 2.35 2.63
DPS 0.00 0.00 0.00 DPS 0.85 0.90 0.89 DPS 0.00 0.00 0.00
Payout ratio 0% 0% 0% Payout ratio 46% 45% 45% Payout ratio 0% 0% 0%
Source: Company data, Al Rajhi Capital Source: Company data, Al Rajhi Capital Source: Company data, Al Rajhi Capital
Figure 11 Herfy Figure 12 Sadafco
(SARmMN) 2019 2020E 2021E (SARmMN) 2020 2021E 2022E
Revenue 1,288 1,222 1,251 Revenue 2,056 2,191 2,352
Revenue growth 5% -5% 2% Revenue growth  13% 7% 7%
Gross profit 393 336 382 Gross profit 689 747 815
Gross margin 30% 28%  31% Gross margin 34% 34%  35%
EBITDA 309 249 291 EBITDA 376 407 467
EBITDA margin  24% 20% 23% EBITDA margin  18% 19% 20%
Net profit 196 145 193 Net profit 265 308 359
Net margin 15% 12% 15% Net margin 13% 14% 15%
EPS 3.03 2.24 2.98 EPS 8.28 9.62 11.21
DPS 2.10 1.57 2.09 DPS 0.00 0.00 0.00
Payout ratio 69%  70% 70% Payout ratio 0% 0% 0%

Source: Company data, Al Rajhi Capital

Source: Company data, Al Rajhi Capital

Conclusion: In the near term we expect earnings volatility due to a reduction in
consumer spending. We expect the smaller players in each consumer sub-segment
to have a difficult time as they might face an intermittent liquidity crisis which
would either force them to exit or scale down their operations. This is where we
expect the larger companies with a stronger balance sheet to capture the market
share lost by the smaller players. We expect the margins to normalize by H2 2020
which should be sustainable in the long term. Therefore, current dips provide an
attractive opportunity to position for the long term.

Disclosures Please refer to the important disclosures at the back of this report.
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IMPORTANT DISCLOSURES FOR U.S. PERSONS

This research report was prepared by Al Rajhi Capital (Al Rajhi), a company authorized to engage in securities activities in Saudi Arabia. Al
Rajhi is not a registered broker-dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation of research
reports and the independence of research analysts. This research report is provided for distribution to “major U.S. institutional investors” in
reliance on the exemption from registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the
“Exchange Act”).

Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or related financial instruments based on
the information provided in this research report should do so only through Rosenblatt Securities Inc, 40 Wall Street 59th Floor, New York
NY 10005, a registered broker dealer in the United States. Under no circumstances should any recipient of this research report effect any
transaction to buy or sell securities or related financial instruments through Al Rajhi. Rosenblatt Securities Inc. accepts responsibility for the
contents of this research report, subject to the terms set out below, to the extent that it is delivered to a U.S. person other than a major U.S.
institutional investor.

The analyst whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry
Regulatory Authority (“FINRA”) and may not be an associated person of Rosenblatt Securities Inc. and, therefore, may not be subject to
applicable restrictions under FINRA Rules on communications with a subject company, public appearances and trading securities held by a
research analyst account.

Ownership and Material Conflicts of Interest

Rosenblatt Securities Inc. or its affiliates does not ‘beneficially own,” as determined in accordance with Section 13(d) of the Exchange Act,
1% or more of any of the equity securities mentioned in the report. Rosenblatt Securities Inc, its affiliates and/or their re spective officers,
directors or employees may have interests, or long or short positions, and may at any time make purchases or sales as a principal or agent
of the securities referred to herein. Rosenblatt Securities Inc. is not aware of any material conflict of interest as of the date of this
publication.

Compensation and Investment Banking Activities

Rosenblatt Securities Inc. or any affiliate has not managed or co-managed a public offering of securities for the subject company in the past
12 months, nor received compensation for investment banking services from the subject company in the past 12 months, neither does it or
any affiliate expect to receive, or intends to seek compensation for investment banking services from the subject company in the next 3
months.

Additional Disclosures

This research report is for distribution only under such circumstances as may be permitted by applicable law. This research report has no
regard to the specific investment objectives, financial situation or particular needs of any specific recipient, even if sent only to a single
recipient. This research report is not guaranteed to be a complete statement or summary of any securities, markets, reports or
developments referred to in this research report. Neither Al Rajhi nor any of its directors, officers, employees or agents shall have any
liability, however arising, for any error, inaccuracy or incompleteness of fact or opinion in this research report or lack of care in this research
report’s preparation or publication, or any losses or damages which may arise from the use of this research report.

Al Rajhi may rely on information barriers, such as “Chinese Walls” to control the flow of information within the areas, units, divisions, groups,
or affiliates of Al Rajhi.

Investing in any non-U.S. securities or related financial instruments (including ADRs) discussed in this research report may present certain
risks. The securities of non-U.S. issuers may not be registered with, or be subject to the regulations of, the U.S. Securities and Exchange
Commission. Information on such non-U.S. securities or related financial instruments may be limited. Foreign companies may not be
subject to audit and reporting standards and regulatory requirements comparable to those in effect within the United States.

The value of any investment or income from any securities or related financial instruments discussed in this research report denominated in
a currency other than U.S. dollars is subject to exchange rate fluctuations that may have a positive or adverse effect on the value of or
income from such securities or related financial instruments.

Past performance is not necessarily a guide to future performance and no representation or warranty, express or implied, is made by Al
Rajhi with respect to future performance. Income from investments may fluctuate. The price or value of the investments to which this
research report relates, either directly or indirectly, may fall or rise against the interest of investors. Any recommendation or opinion
contained in this research report may become outdated as a consequence of changes in the environment in which the issuer of the
securities under analysis operates, in addition to changes in the estimates and forecasts, assumptions and valuation methodology used
herein.

No part of the content of this research report may be copied, forwarded or duplicated in any form or by any means without the prior consent
of Al Rajhi and Al Rajhi accepts no liability whatsoever for the actions of third parties in this respect. This research document has been
prepared by Al Rajhi Capital Company (“Al Rajhi Capital”) of Riyadh, Saudi Arabia. It has been prepared for the general use of Al Rajhi
Capital’s clients and may not be redistributed, retransmitted or disclosed, in whole or in part, or in any form or manner, without the express
written consent of Al Rajhi Capital. Receipt and review of this research document constitute your agreement not to redistribute, retransmit,
or disclose to others the contents, opinions, conclusion, or information contained in this document prior to public disclosure of such
information by Al Rajhi Capital. The information contained was obtained from various public sources believed to be reliable but we do not
guarantee its accuracy. Al Rajhi Capital makes no representations or warranties (express or implied) regarding the data and information
provided and Al Rajhi Capital does not represent that the information content of this document is complete, or free from any error, not
misleading, or fit for any particular purpose. This research document provides general information only. Neither the information nor any
opinion expressed constitutes an offer or an invitation to make an offer, to buy or sell any securities or other investment products related to
such securities or investments. It is not intended to provide personal investment advice and it does not take into account the specific
investment objectives, financial situation and the particular needs of any specific person who may receive this document.

Investors should seek financial, legal or tax advice regarding the appropriateness of investing in any securities, other investment or
investment strategies discussed or recommended in this document and should understand that statements regarding future prospects may
not be realized. Investors should note that income from such securities or other investments, if any, may fluctuate and that the price or value
of such securities and investments may rise or fall. Fluctuations in exchange rates could have adverse effects on the value of or price of, or
income derived from, certain investments. Accordingly, investors may receive back less than originally invested. Al Rajhi Capital or its
officers or one or more of its affiliates (including research analysts) may have a financial interest in securities of the issuer(s) or related
investments, including long or short positions in securities, warrants, futures, options, derivatives, or other financial instruments. Al Rajhi
Capital or its affiliates may from time to time perform investment banking or other services for, solicit investment banking or other business
from, any company mentioned in this research document. Al Rajhi Capital, together with its affiliates and employees, shall not be liable for
any direct, indirect or consequential loss or damages that may arise, directly or indirectly, from any use of the information contained in this
research document.

This research document and any recommendations contained are subject to change without prior notice. Al Rajhi Capital assumes no
responsibility to update the information in this research document. Neither the whole nor any part of this research document may be altered,
duplicated, transmitted or distributed in any form or by any means. This research document is not directed to, or intended for distribution to
or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction where such
distribution, publication, availability or use would be contrary to law or which would subject Al Rajhi Capital or any of its affiliates to any
registration or licensing requirement within such jurisdiction.

Disclosures Please refer to the important disclosures at the back of this report. 8



Retail —Industrial

19 May 2020 Al Rajhi Capital

Saudi Retail Sector adloll cnanlll &

Disclaimer and additional disclosures for Equity Research

Disclaimer

This research document has been prepared by Al Rajhi Capital Company (“Al Rajhi Capital”) of Riyadh, Saudi Arabia. It has been prepared
for the general use of Al Rajhi Capital’s clients and may not be redistributed, retransmitted or disclosed, in whole or in part, or in any form or
manner, without the express written consent of Al Rajhi Capital. Receipt and review of this research document constitute your agreement
not to redistribute, retransmit, or disclose to others the contents, opinions, conclusion, or information contained in this document prior to
public disclosure of such information by Al Rajhi Capital. The information contained was obtained from various public sources believed to be
reliable but we do not guarantee its accuracy. Al Rajhi Capital makes no representations or warranties (express or implied) regarding the
data and information provided and Al Rajhi Capital does not represent that the information content of this document is complete, or free
from any error, not misleading, or fit for any particular purpose. This research document provides general information only. Neither the
information nor any opinion expressed constitutes an offer or an invitation to make an offer, to buy or sell any securities or other investment
products related to such securities or investments. It is not intended to provide personal investment advice and it does not take into account
the specific investment objectives, financial situation and the particular needs of any specific person who may receive this document.

Investors should seek financial, legal or tax advice regarding the appropriateness of investing in any securities, other investment or
investment strategies discussed or recommended in this document and should understand that statements regarding future prospects may
not be realized. Investors should note that income from such securities or other investments, if any, may fluctuate and that the price or value
of such securities and investments may rise or fall. Fluctuations in exchange rates could have adverse effects on the value of or price of, or
income derived from, certain investments. Accordingly, investors may receive back less than originally invested. Al Rajhi Capital or its
officers or one or more of its affiliates (including research analysts) may have a financial interest in securities of the issuer(s) or related
investments, including long or short positions in securities, warrants, futures, options, derivatives, or other financial instruments. Al Rajhi
Capital or its affiliates may from time to time perform investment banking or other services for, solicit investment banking or other business
from, any company mentioned in this research document. Al Rajhi Capital, together with its affiliates and employees, shall not be liable for
any direct, indirect or consequential loss or damages that may arise, directly or indirectly, from any use of the information contained in this
research document.

This research document and any recommendations contained are subject to change without prior notice. Al Rajhi Capital assumes no
responsibility to update the information in this research document. Neither the whole nor any part of this research document may be altered,
duplicated, transmitted or distributed in any form or by any means. This research document is not directed to, or intended for distribution to
or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction where such
distribution, publication, availability or use would be contrary to law or which would subject Al Rajhi Capital or any of its affiliates to any
registration or licensing requirement within such jurisdiction.

Explanation of Al Rajhi Capital’s rating system

Al Rajhi Capital uses a three-tier rating system based on absolute upside or downside potential for all stocks under its coverage except
financial stocks and those few other companies not compliant with Islamic Shariah law:

"Overweight": Our target price is more than 10% above the current share price, and we expect the share price to reach the target on a 12
month time horizon.

"Neutral": We expect the share price to settle at a level between 10% below the current share price and 10% above the current share price
on a 12 month time horizon.

"Underweight": Our target price is more than 10% below the current share price, and we expect the share price to reach the target on a 12
month time horizon.

"Target price": We estimate target value per share for every stock we cover. This is normally based on widely accepted methods
appropriate to the stock or sector under consideration, e.g. DCF (discounted cash flow) or SoTP (sum of the parts) analysis.

Please note that the achievement of any price target may be impeded by general market and economic trends and other external factors, or
if a company’s profits or operating performance exceed or fall short of our expectations.

Contact us

Mazen AlSudairi

Head of Research

Tel : +966 11 836 5468

Email: alsudairim@alrajhi-capital.com

Al Rajhi Capital

Research Department

Head Office, King Fahad Road

P.O. Box 5561, Riyadh 11432
Kingdom of Saudi Arabia

Email: research@alrajhi-capital.com

Al Rajhi Capital is licensed by the Saudi Arabian Capital Market Authority, License No. 07068/37.
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